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Question 1.                                                                                                       Marks: 15 
Suggested time allocation: 27 Minutes 
 
Please answer the following four, separate scenarios. 
a) You are a company secretary and have been instructed to prepare documentation for the registration of 
a new company which sells cricket bats. Outline the process of registration of a new company with ASIC. 
(5 marks) 
b) What is the ‘indoor management rule’ and to what extent has the Corporations Act 2001 (CTH) codified 
or adopted this rule?         (5 marks) 
c) What is the significance of the High Court decision in Gambotto v WCP (1995) 182 CLR 432 to a minority 
shareholder?          (5 marks) 
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Question 2.                                                                                                       Marks: 25 
Suggested time allocation: 45 Minutes 
 
(a) The directors of Happy Trails are keen to purchase a block of land next door to the company’s business 
premises for $150,000 which will allow the company to expand. They set up a subsidiary company to 
purchase the land with the intention that Happy Trails would become the sole shareholder of the 
subsidiary. Happy Trails contributed $10,000 capital as a deposit to the subsidiary with the intention that 
the balance of the purchase price would be raised by way of a bank loan. However, the bank wanted 
$40,000 deposit and Happy Trails did not have enough cash to make up the shortfall. The three directors 
of Happy Trails decide to contribute $10,000 each personally in order for the sale to proceed. By doing 
so, they became shareholders of the subsidiary. One year later Happy Trails decides that they don’t need 
to expand, and the land is sold for $300,000 and the directors who had put in their own money to finance 
the deal made a large profit. Miss Eli and Mr Wu argue that the whole of the profit belonged to Happy 
Trails and that the three directors should not be allowed to keep their profit.  
Advise Miss Eli and Mr Wu.         (20 marks) 
 
(b) The three directors recently had a serious disagreement about the direction the company should take 
and as a result they are hardly speaking to each other. This means that it is very difficult for any business 
decisions to be made and the company is suffering financially. Mr Wu is very concerned as a shareholder.  
Advise Mr Wu.           (5 marks) 
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Question 3.                                                                                             Marks: 30  
Suggested time allocation: 54 Minutes 
LOTSAGOLD Ltd was incorporated in January 2018 and was floated on the ASX in March 2017, having raised $20 
million from investors. The company is primarily involved with mining and exploration in the Northern Territory. 
LOTSAGOLD has four directors: Brendan, Gino, Max and Spike. Brendan and Gino are both executive directors. 
Gino is the company’s chief executive officer (CEO), Max is the company’s chair and Spike is the company’s chief 
financial officer. 
The company begins exploration surveys in July 2017 by drilling various sites to sample the rocks. The results from 
the survey reveal that there is next to no gold deposits and that the sites are uncommercial. By this time the 
company has spent $5 million. 
At a recent board meeting, the board considers whether to abandon its mining activities and return the remaining 
capital to its shareholders. Both Brendan and Gino are eternal optimists and never know when to quit. They both 
argue that the company in on the verge of a major gold discovery and should continue exploring in the area. Max 
and Spike are less optimistic and suggest that the company’s capital should be returned back to investors. 
In order to avoid a heated argument, they agree with Brendan and Gino that the company should continue with 
its exploration program. By mid-2018 all of the company’s capital has been exhausted and they have found no 
gold. 
 
Answer the following questions: 
(a) Have Brendan and Gino breached their director’s duties?     (10 marks) 
(b) Do Brendan and Gino have an arguable defence?      (10 marks) 
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Question 4.                                                                                             Marks: 30  
Suggested time allocation: 54 Minutes 
Carl, Bob and Joe are directors and shareholders of Happyhours Pty Ltd, a property development company which 
owns and operates a tavern. Carl and Bob are brothers. Bob and Joe are friends and partners in an accounting 
firm. Carl is an unemployed artist with three young children. 
The issued shares in Happyhours total 6000ordinary shares and are held as follows: 
Carl  2000 fully paid 
Bob  2000 fully paid 
Joe  2000 fully paid 
Happyhours has been very successful but has not paid any dividends for the last two years. Instead, profits have 
been invested in further development projects.  
Carl’s wife has recently died, and he is very short of money to look after his family. He approached Bob and Joe 
and asks them to consider whether Happyhours could begin to pay dividends to its members. Bob and Joe refuse 
to consider Carl’s request as it would “upset the long-term goals of Happyhours”. Carl is upset and tells them that 
he wants to sell his shares. Bob and Joe refuse to buy him out and demand that he resigns as director because he 
has lost his objectivity. Carl resigned reluctantly. 
Carl asks to see Happyhours most recent financial statements but Bob and Joe refuse to provide this information. 
Carl then discovers that Happyhours has been paying large “management fees” to Bob and Joes accounting firm. 
 
Carl comes to you with the following questions. You are required to answer: 
(a) Can Carl bring a personal or derivative action against Bob and Joe and what should Carl consider in 
making this decision?          (10 marks) 
(b) If Carl brings a personal action, should Carl bring it under the general law or make an oppression claim 
under s 232 Corporations Act 2001 (CTH)?       (10 marks) 
(c) What remedies should Carl seek?        (10 marks) 
